June 13, 1997
SUMVARY OF CHAI RVAN S MARK

MVEDI CARE
PRI NCI PLES
1. Preserve and protect the Medicare programfor current and
future beneficiaries.
2. Establish the framework for a restructured Medi care program

bui I di ng on nodel s that have proven effective in other
arenas, such as the Federal Enpl oyees Health Benefit Pl an.

3. Provide seniors with information and all ow themto choose
froma variety of health plan options according to their own
priorities and preferences. Maintain the traditional
Medi care programas an option.

4. | npl enent policies to reduce the rate of growth in spendi ng
in the traditional Medicare program

5. Elimnate waste, fraud and abuse.

MEDI CARE CHO CE

A new "Medi care Choice" programis created. Medicare Choice
bui I ds on the existing Medi care programwhi ch allows health
mai nt enance organi zations (HVM3s) to enter into risk contracts
with the Health Care Financing Admnistration. Under Medicare
Choi ce, Medicare beneficiaries will have the opportunity to
choose froma variety of private health plan options the health
care plan that best suits their needs and preferences.

The new Medi care Choice programw || operate as fol |l ows:

1. Types of Medicare Choice pl ans
a. Full fee-for-service plans -FFS
b. Preferred Provider O ganizations - PPGOs (fee-for-service
plans with incentives to use network providers)
C. Poi nt of Service Plans - PoS (d osed networks with some

option to choose out-of-network providers at greater
cost - shari ng)

d. Provi der Sponsored O gani zati ons - PSCs (cl osed networ ks
operated by providers)

e. Heal t h Mai nt enance Organi zati ons -HVOs (d osed
provi der networks)

f. Medi cal Savi ngs Accounts conbined with a qualified
hi gh-deducti bl e policy - MSAs. (Denonstration)



g. Any other type of health plan that nmeets plan
eligibility standards.

Eligibility : Al Medicare beneficiaries enrolled in both
Part A and Part B are entitled to enroll in a Medicare

Choi ce plan available in their area of residence, except
those with end-stage renal disease who were not already
enrolled in a Medi care Choice plan at the tine of diagnosis.

Enrol l ment : Medicare Choice plans nust hold open enroll nent
during specified tines including during the coordi nated open
enrol | ment period held every Novenber. Plans nmay enrol
beneficiaries at other times. Enrollnent activities will be
conduct ed by the Medi care Choi ce pl ans.

D senrollnment : As under current |aw, Medicare enroll ees nmay
disenroll froma Medicare Choice plan at any tine;
disenrollment will be effective on the first day of the
followi ng nonth. There will be an exception for Medicare
Choi ce MSA pl an hol ders who can only enroll and di senrol
during the coordinated enrol |l ment period i n Novenber and
during ot her specified special circunstances.

Information : Conparative informati on on each Medi care Choi ce
plan will be conpiled and distributed by the Secretary to

all eligible individuals during the coordi nated open
enrol | nent period in Novenber of each year. A so, all plans
wll be required to have this information available to
provide to any eligible Mdicare beneficiary upon request.

Marketing : Marketing strategies and materials nust conply
with standards and receive prior approval by the Secretary.

Benefits:

a. Miust cover current Medi care-covered itens and services;
b. May i ncorporate extra benefits in basic package; or

C. May of fer suppl enental benefits, priced separately from

basi ¢ package.

Beneficiary protections including

a. Mist provide access to urgent and energency services 24
hours a day, 7 days a week;

b. Definition of enmergency services based on "prudent
| ayper son" standard;

C. Mist have accreditation for neeting quality standards
and have ongoi ng external quality review,

d. Mist have consuner protections:

(1) Appeals and Qi evance procedures;
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10.

11.

12.

13.

(2) Non-discrimnation based on heal th status.

Medi care choice plan eligibility standards incl udi ng

a. Mist have State |icensure;

b. Mist assunme full risk for Medicare benefits;
C. Mist neet sol vency requirenents;

d. Mist nmeet m ni numenrol | nrent requirenents.

Limted exceptions for PSGCs

Provi der Sponsored O gani zati ons woul d be subject to the
sanme standards as ot her Medi care Choi ce organi zations wth
sone exceptions: Federal pre-enption of state licensure for
a maxi numof three years. A State can recommence |icensure
as soon as it denonstrates that its licensure requirenents
neet certain Federal standards.

Medi care paynent :

For each year through 2002, the Medicare paynent for each

county will equal the highest of the follow ng:

a. A phased-in blend of |ocal and national paynent rates
(50% 1 ocal and 50% national by 2002).

b. A m ni num paynent anount ($350 in 1998); or

C. A m ni mrum percent increase over the previ ous year

Payments for graduate nedical education (GWE) and
di sproportionate share (DSH w |l be carved out of the |oca
rates over four years.

The annual inflation update will be annual per capita GDP
plus .5 percentage point.

Arisk adjuster will be applied to new enrollees. The
adjustnent will be 5%for the first year of enroll nent and
wi Il decrease by 1% for each subsequent year of enroll nent.

Preenption of State Prem um Taxes

The current |aw on federal preenption of state prem umtaxes
or fees on Federal paynents fromthe FEHB fund to health
plans will be extended to Federal paynents to Medicare

Choi ce plans and other health plans receiving capitated
paynents fromthe Medicare Trust Funds.

Medi care suppl enent al i nsurance ("Medi gap”):

a. Allow portability of Medigap policies . CQurrent |aw
"guarant eed i ssue" requirenents for Medigap policies
wi Il be expanded to cover certain circunstances --

i ncl udi ng when an individual decides to return to
traditional Medicare within one year of their first
enrol | ment in a Medi care Choi ce plan.




14.

15.

b. Pre-existing condition exclusions . Insurers will no
| onger be allowed to inpose pre-existing condition
excl usions on beneficiaries enrolling during guaranteed
I ssue peri ods.

C. New Medi gap high deductible option . A new standard
Medi gap benefit plan will be authorized which allows an
annual $1500 deductibl e before the policy begins paying
benefits.

PACE Program:

The Programfor Al-inclusive Care for the Elderly (PACE
whi ch provides health and [ ong-termcare services on a
capitated basis to frail elderly persons at risk of
institutionalization, would be converted froma
denonstration project to a pernmanent benefit category
eligible for coverage and rei nbursenent under the Medicare
program

Denonstration Projects

a. Medi care Medi cal Savings Account (IMBA) Denonstration
Medi care beneficiaries will have the option of choosing
a hi gh deducti bl e Medi care Choi ce plan and havi ng
contributions nmade by the Secretary to a Medicare
Choi ce MSA.  The denonstrati on woul d be capped at
500, 000 enrol | ees and woul d sunset Decenber 31, 2002.

b. Conpetitive Pricing Denonstration . A denonstration
programwi || be established to test nechani sns in which
paynents to Medi care Choi ce plans are determ ned
t hrough a conpetitive pricing process.

C. Medi care Enroll nment Denonstration . A denonstration
programw || be established for using a third-party
contractor to conduct the Medicare Choice plan
enrol | ment and di senroll ment functions in an area, to
be conducted separately fromthe conpetitive pricing
denonstrati ons.

d. Social Health Maintenance (rgani zations (SHWs) . The
exi sting SHMO denonstration projects will be extended
t hrough 2000 and enrol Il ment will be expanded for each
denonstration from 12,000 to 36, 000.

e. Communi ty Nursing O gani zati on Denonstrati on Projects

Thi s denonstration project which tests a prepaid
capitated, nurse-managed systemof care will be
extended for an additional period of 2 years.
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16.

(Not e:

Conm ssi ons
Two comm ssions are establi shed:

a. National Bipartisan Gomm ssion on the Future of
Medi care : A 15-nenber comm ssion will be established
for one year and charged w th naki ng recommendations to
Congress on actions necessary to ensure the long term
fiscal health of the Medi care program

b. Medi care Paynent Review Gomm ssion @ A 15-nenber
comm ssion w Il replace the existing Physician Paynent
Revi ew Comm ssi on and the Prospective Paynment Review
Comm ssion. The new commssion will submt an annua
report to Congress on the status of Medicare reforns,
and make recommendati ons on Medi care paynent issues and
rel ated i ssues affecting the Medicare program

Prelim nary CBO score: -26.1 b total Medicare Choice
+ 7.3 b. pay back for GVE/DSH
-18.8 b. net

prelimnary CBO scores are for the period 1998-2002 and do not account

for interactions)

CHANGES TO THE TRADI TI ONAL MEDI CARE PROGRAM

PPS HOSPI TALS

17.

18.

19.

20.

Establi sh a cal endar year cycle for the annual hospital
inflation update starting with CY 1998. CY 1998 update is
equal to market basket (MB) mnus 2.5 percentage points and
MB mnus 1 percentage point for CY 1999-2002.

Prelimnary CBO score: -$13.9 b.

Reduce hospital paynents for inpatient capital (i.e., |and,
bui | di ngs) 10 percent for FY 1998-2002. Adjust paynents to
provi de rei nbursenment for property taxes.

Prelimnary CBO score: -$4.3 b.

Amend current capital paynents for capital asset sales to
reflect the sales price equal to book value (applicable to
hospitals and skilled nursing facilities).

Prelimnary CBO score: included in #17 above

Apply hospital transfer policy to patients placed in skilled
nursing facilities and PPS-exenpt facilities (April, 1998,
also apply to transfers to honme heal th agencies).

Prelimnary CBO score: -$3.7 b.



21.

22.

23.

24.

25.

The Secretary shall establish a new hospita

di sproportionate share (DSH forrmula beginning in CY 1999 to
reflect hospitals carrying | arge unconpensated care

casel oads. Phase-down DSH paynents to an annual average
reduction of 4.0 percent of what they woul d have ot herw se
have been each year FY 1998-2002.

Prelimnary CBO score: -$2.4 b.

Bl i mnate graduate nedi cal education and di sproportionate
share add-ons for outlier paynents.
Prelimnary CBO score: -$2.1 b.

Reduce bad debt payments to providers to 75% during FY 1998,
60% during CY 1999, and 50%in future years.
Prelimnary CBO score:-$0.6 b.

| ncrease paynents to Puerto Rico's hospitals by altering the
bl ended formula for the standardi zed anount fromthe 75%

| ocal rate, 25% Federal rate to a 50% 50% bl end.

Prelimnary CBO score: $0.03 b.

Est abl i sh permanent paynment for henophilia clotting factor.
Prelimnary CBO score: 0.0

PPS- EXEMPT HCOSPI TALS

26.

27.

28.

29.

30.

Establish a PPS for rehabilitation hospitals FY 2001, and
collect data to establish a PPS for long-termcare

hospi tal s.

Prelimnary CBO score: $0.4 b

Reduce the annual hospital inflation update for all PPS
exenpt hospitals by 1.5 percentage points for FY 1998-2002.
Updat e woul d be higher for facilities with | ow

rei nbursenments, and scaled down to zero for highly

rei nbursed facilities.

Prelimnary CBO score: -$4.4 b.

Reduce i ncentive paynents to the | esser of:
(a) 10% of (TARCGET m nus COSTS), or
(b) 1% of COSTS

Prelimnary CBO score: included in #24

Change relief paynments so that they apply only to those
facilities in greatest need (with costs that are at |east
10% above their target).

Prelimnary CBO score: included in #24

Reduce hospital capital paynments for rehabilitation, |ong
termcare, and psychiatric hospitals by 15 percent for FY
1998- 2002.



Prelimnary CBO score: included in #24

31. Adjust cost limts for existing rehabilitation hospitals,
long termcare hospitals, and psychiatric hospitals. Low
cost hospitals would be adjusted so that they woul d not be
| ess than 50 percent of the national average, and the
maxi mum anount rei nbursed would be limted to the 90th
percentile of each category of hospitals' cost limts.
Prelimnary CBO score: included in #24

32. Establish new paynent criteria for all start-up facilities,
so that cost limts do not exceed 130 percent of the
nati onal average.
Prelimnary CBO score: included in #24

33. (Q@andfather long-termcare hospitals that were established
within a hospital prior to Septenber 30, 1995.
Prelimnary CBO score: included in #24

GRADUATE MEDI CAL EDUCATI ON

34. Phase-down the hospital indirect nedical education (IM)
paynent adjustnment from7.7 percent in FY 1997 to 7.0
percent in FY 1998; 6.5 in FY 1999; 6.0 percent in FY 2000;
5.5 percent in 2001 and after. Establish a cap on nunber of
residents counted in I ME formul a.

Prelimnary CBO score:-$5.6 b.

35. Establish a cap on the nunber of residents supported by
Medi care direct nedical education (DVE) paynments. Al ow
paynents to rural health clinics and Federally qualified
heal th centers.

Prelimnary CBO score: -$0. 7b.

36. Paynent of GQWE carve out ("pay back") from HVD paynents to
teachi ng hospitals serving Medi care managed care enrol | ees.
Prelimnary CBO score: $7.3b

QUTPATI ENT HOSPI TAL DEPARTMENTS

37. CQutpatient hospital:
a. Bl imnate fornmul a-driven overpaynents in FY 1998;
extend capital and non-capital cost limts;
b. Establi sh a prospecti ve paynment system (PPS) for
out patient hospital services for FY 1999;
C. Reduce beneficiary outpatient cost-sharing.
Prelimnary CBO score: -$7.2 b.

HOSPI CE



38. Require paynents based on location of individual's hone.
Prelimnary CBO score: -$0.0*

39. Restructure hospice benefit:
a. A low two 90 day periods, followed by unlimted 60 day
periods w th physician certification;
A low greater flexibility in services provided;
Al |l ow hospices to contract for physician services;
Wi ve rural staffing requirenent;
Establish waiver of liability for individuals who are
not in fact termnally ill; and
A low greater flexibility for the timng of physician
certification.
Prelimnary CBO score: $0.0*

PooT

—h

SKI LLED NURSI NG HOVES ((SNFs)

40. Tenporary extension for routine cost limts for FY 1998.
Prelimnary CBO score: included in #39

41. Establish a case-m x adjusted per di em prospective paynent
systemfor all SNF costs (i.e. routine, ancillary, and
capital -related). Transition is over four years where
facility specific paynments are bl ended w th nati onal
prospective rates.

Prelimnary CBO score: -$8.3 b.

HOME HEALTH SERVI CES

42. Interimpaynment for hone health services for FY 1998-1999
conbi nes reduced cost limts for visits with an agency-
specific per beneficiary annual Iimt calculated fromthe
agency's cost reporting period ending in 1994,

Prelimnary CBO score: -$15.6 b.

43. Prospective paynment systemto be inplenented i n FY 2000.
Prelimnary CBO score: included in #40

44. Base paynent on | ocation where hone health service is
f ur ni shed.
Prelimnary CBO score: included in #40

45. Himmnate periodic interimpaynents simultaneous with the
i npl enent ati on of hone heal th prospective paynent.
Prelimnary CBO score: included in #40

46. darify the home health benefit:
a. Part-tine and intermttent nursing care.
b. Require the Secretary to study and recomend
appropriate honebound criteri a.



47.

48.

49.

Prelimnary CBO score: included in #40

Begi nning in 1998, establish a 100 visit post-hospital home
heal th benefit under Part A with all other visits
considered part of a new Part B hone health benefit.
Payments for the new Part B hone health benefit will be paid
partly fromthe Part A Trust Fund for a seven year phase-in
peri od.

Consistent with other Part B services, establish beneficiary
cost-sharing for Part B hone health services at $5 per
visit, billable on a nonthly basis, capped at an anount

equal to the annual hospital deductible.

Prelimnary CBO score: -$4.9 b.

The Medi care Expl anation of Benefits notice will include
honme health care benefits provided and billed for.
Prelimnary CBO score: included in #40

NEW CR ENHANCED PREVENTI ON BENEFI TS

50.

51.

52.

Mammogr aphy screeni ng -- Annual nammograns for wonen at
age 40.
Prelimnary CBO score: $0.1 b.

Col orectal cancer screening -- Secretary to specify coverage
pol i cy. Prelimnary CBO score: $0.6 b.
D abet es sel f-managenent -- Provi de paynment for diabetes

sel f - managenent educati on; paynent for nonitors and testing
strips to individuals with Type Il diabetes; reduce by 10
percent paynment for testing strips.

Prelimnary CBO score: $2.4 b.

PHYSI G ANS AND OTHER HEALTH PROFESS| ONALS

53.

54.

55.

Physi ci an fee schedul e:

a. Establ i sh one conversion factor for all physician
servi ces; and
b. Revi se the physician paynent update forml a.

Prelimnary CBO score:-$5.3

Provide a 4-year transition period (1998-2001) for

i npl erent i ng new et hod of cal culating practice (i.e.,
of fice) expenses, wth approximately 10-percent of the
transition to be inplenmented in 1998.

Prelimnary CBO score: $0.0

Provi de expanded direct rei nbursenent for nurse
practitioners and physici an assi stants.
Prelimnary CBO score: $0.5 b



LABORATCRI ES

56.

57.

Reduce annual inflation updates by mnus 2 percentage points
for 1998-2002; |ower cap to 74 percent of nedian for payment
anmount s.

Prelimnary CBO score: -$1.5 b.

Provide for specialized carriers to process |aboratory
clains and uniformnational rules for coverage.
Prelimnary CBO score: $0.0

DURABLE MEDI CAL EQU PMENT

58.

59.

Reduce annual inflation update for all durable nedical
equi pnent by 2 percentage points for 1998-2002.
Prelimnary CBO score:-$0.6 b.

Reduce the nonthly paynent anount for home oxygen by 25
percent in 1998 and an additional 12.5 percent in 1999, wth
no update in those years.

Prelimnary CBO score:-$2.2 b

OIrHER PART B SERMVI CES

60.

61.

62.

Establish a fee schedul e for anbul ance services, and reduce
the annual inflation update by one percentage point.
Prelimnary CBO score:-$0.1 b.

Reduce annual inflation updates for anbul atory surgica
centers by 2 percentage points.
Prelimnary CBO score:-$0.4 b.

Provi de for new paynment rules for outpatient prescription
dr ugs.
Prelimnary CBO score:-$1.0 b.

BENEFI A ARY PREM WM

63.

RURAL

Establish in permanent |aw beneficiary premuns at 25
per cent of program spending (including home health benefit).
Prelimnary CBO score: -$12.3 b.

64.

65.

Rebase sole community hospitals allowi ng themto use FY 1994
or FY 1995 costs.
Prelimnary CBO score: $0.6 b.

Rei nstate special paynents to Medi care dependent hospitals.
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66.

67.

68.

Prelimnary CBO score: $0.2 b.

Expand the Medi care EACH RPCH programto all states. Retain
rei nbursenent for facilities under the current denonstration
pr ogram

Prelimnary CBO score: $0.2 b.

QG andfather rural referral centers (RRCs) designated since
FY 1991, and for reclassification purposes exenpt RRCs from
having to neet the 108% average hourly wage (AHW threshol d
for the statew de rural AHW

Prelimnary CBO score: $0.0 b.

Ref or m Medi care paynents to Rural Health dinics (RHCs):

a. Extend per-visit paynment limts to provider-based
clinics;

b. Require triennial recertification

C. Limt the nurse practitioner/physician assistant

(NP/PA) waiver to clinics already certified, new
clinics will have to neet the NP/ PA staffing
requi renents; and
d. Require clinics to nmeet perfornance standards.
Prelimnary CBO score: -$0.2 b.

Or'HER PRCOPCSAL S

69.

70.

71.

72.

Extend pernmanently current Medicare secondary payer policies
(MSP), including for beneficiaries who are di sabl ed and have
end-stage renal disease (ESRD). For ESRD beneficiaries,
also increase to 30 nonths the tinme period Medicare is

secondary payer
Prelimnary CBO score:-$7.5 b.

Aarifications of Medicare secondary payor policies
regarding tine and filing limts.
Prelimnary CBO score:-$0.4 b.

Anti-fraud and abuse penalties and programintegrity
saf eguar ds:

a. Addi tional exclusion and civil nonetary penalty
authority;
b. | nprovenents in protecting programintegrity (surety

bonds and accreditation; requirenment to provide EIN and
SSN requirenent to furnish diagnostic infornation;
non-di schargeabi |l ity of Medicare penalties);
C. | nherent reasonabl eness/authority for fee schedul es.
Prelimnary CBO score: -$0.2b

Require SNFs bill for all Part B services (with the
exception of physician services).
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Prelimnary CBO score: included in #39

Or'HER PROVI SI ONS FOR MEDI CARE TRUST FUND SOLVENCY

73. Conformthe eligibility age for Medicare to the eligibility
age for Social Security.
Prelimnary CBO score: $0.0 b

74. Extend the Medicare Hospital Insurance tax to all state and
| ocal governnent enpl oyees.
Prelimnary CBO score: -$6.9 b. (not counted towards savings or revenue
i nstructions)
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VEDI CAI D

PRI NCl PLES

Enhance the ability of the Federal and State governnents to
nmeet the health care needs of vul nerabl e popul ati ons.

Slowthe rate of growth in spending on Mdicaid.
| nprove nmanagenent of the program
| ncrease access to health care coverage for children by

bui I ding on existing rel ati onshi ps between the federal
governnent and the states.

MANAGENVENT FLEXI Bl LI TY REFORMS

1

Mandat ory managed care w t hout waivers

States will be permtted to nmandate enrol | nent of

i ndi vidual s in managed care plans w thout the need for
wai vers.

a. Requi renents that provide barriers to nanaged care w | |
be renoved (e.qg., “75/25" requirenent; “freedom of
choi ce;” statew deness, etc.) for enrollees in nmanaged
care only;

b. The threshold for federal review of contracts will be
changed from $100,000 to $1 nillion

C. Establishes rules for using Primary Care Case
Managenent (PCQV) .

e. Quality standards for nanaged care, including consuner

protections w ll be established.
Prelimnary CBO Score: $0 billion

Repeal Bor en Amrendnent

a. Provi der paynent issues will be determ ned exclusively
by the states. There will be no federal right of
action for providers.

b. States nmust provide public notice of proposed paynent
rates and the nethods used to establish rates, for
institutional providers of services under the state
pl an.

Prelimnary CBO score: -$1.2 billion

Allow Medicaid rates for cost sharing for QWBs and dua
eligibles as paynent in full.
Jarifies the Medicaid statute to prevent providers from
claimng Medicare cost sharing for QwBs and dual eligibles
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in excess of Medicaid rates.
Prelim nary CBO score: -$600 mllion (net of Medicare effect)

4, No Waiver Required for Provider Selectivity

a. States will be permtted to negotiate rates by
contracting exclusively with sel ected providers wi thout
the need for a waiver.

b. States will be permtted to contract with, on a
capitated basis or otherw se, health care pl ans,
i ndi vidual health care providers, or other entities for
the provision of nedical assistance, for case
managenent services, or for coordination of nedical
assi st ance.

Prelimnary CBO score: $0

Dl SPROPORTI ONATE SHARE HOSPI TAL PAYMENTS

5. DSH al |l ot nents are reduced by inposing freezes, naking
graduat ed proportional reductions, and reduci ng paynents by
amounts clained for nental health services.

Prelim nary CBO score: pending

EXPANSI ON OF MEDI CAID ELIGBILITY

6. State option to permt workers with disabilities to buy into

Medi cai d

States woul d have the option to all ow di sabl ed SSI
beneficiaries with incones up to 250 percent of the FPL to
“buy into” Medicaid by paying a premum Premuml|evels
woul d be on a sliding scale, based on the individual’s
incone as determned by the state.

Prelimnary CBO score: $0

EXPANSI ON OF MEDI CAI D BENEFI TS

7. Ootional PACE benefit package for dual eligibles
States could offer Prograns of All-inclusive Care for the
B derly (PACE) as an optional benefit to serve individuals
who are eligible for Medicare and Medi cai d.
Prelimnary CBO score: $0

MANAGEVENT AND PROGRAM REFORMS

8. Identification and enrollnent requirenents
States would retain the option of purchasing private
i nsurance, but would be relieved of admnistrative
identification and enrol | ment reporting requirenents.
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10.

11.

12.

13.

14.

Reporting requirenents for certain providers.
Repeal requirenent on states to specify paynent rates for
obstetric and pediatric services in state plans and report
annual data to the Secretary on paynent rates.

El imnate specialized physician gqualification requirenents.

B i mnate prohibition on paynment for services unless
physi ci an nmeets certification requirenents of speciality
boards or of the Secretary (strike 1903(i)).

Reduce state plan personnel requirenents .
Personnel requirenents under the state plan provided in
1902(a)(4) (b) woul d be elim nated.

Cost Sharing .

Limted cost-sharing is permtted for benefits for

i ndi vidual s who are not required to be covered by federa
law. No cost sharing would be allowed for benefits to

i ndividuals who are required to be covered under federal |aw
except as all owed under current |aw or any waiver granted to
any state. Cost-sharing charges cannot be counted as state
expendi tures for purposes of matching requirenents.

Arend crimnal penalties for asset divestiture . Section 217
of "Health Insurance Portability and Accountability Act of
1996" (H PPA) will be anended to provide sanctions only

agai nst those individuals who, for a fee, assist another

i ndi vidual to dispose of assets in order to qualify for

Medi cai d. The individual who knowi ngly and willfully

di sposes of assets may still be subject to a period of
ineligibility.

Study on EPSDT benefits

Not |ater than one year after the date of enactnent, the
Secretary of HHS, in consultation with governors, state
Medicaid directors, the state naternal and child health
directors, the Institute of Medicine, and the Anerican
Acadeny of Pediatrics, shall provide for a study on EPSDT
benefits.

M SCELLANEQUS

15.

The FMAP for the District is increased to 60 percent for
each of the fiscal years beginning Cctober 1, 1997 and
endi ng Sept enber 30, 2000.

Prelimnary CBO score: $300 nmillion
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For FY 1998, the caps for the commonwealths and territories
are raised fromthe FY 1997 | evels by the foll ow ng anmounts:
a. Puerto Rico: $30 mllion

b Virgin Islands: $750, 000

c. Qam $750, 000

d. Nort hern Mariana |slands: $500, 000

e. Aneri can Sanpa: $500, 000

Prelim nary CBO score: pending
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CH LD HEALTH I NI TI ATl VE

COST _OF | NCREASED MEDI CAlI D PARTI Cl PATI ON

The child health initiative assunmes there will be an increase in
participation in the Medicaid programdue to:

1

States would be permtted to provide a full continuous 12
months of Medicaid eligibility for children
Prelimnary CBO score: $700 million

I ncreased Medicaid enroll nent as a result of outreach
activities.
Prelimnary CBO score: $700 million

STATE OPTI ON TO CHOOSE

3.

Choi ce

States will be given a choice in how they choose to
participate in the child health initiative. Each state may
choose to spend its allotnent through:

a. a capped grant; or

b. t hrough an enhanced federal match to expand its

Medi cai d program

Al | ot nent

Each state will be guaranteed a fixed allotnment based on its
percentage of children in the nation who live in famlies
with incone | ess than 200 percent of the federal poverty

| evel .

State mat chi ng requirenent
In both options, a state match is required.

Qut r each

In both options, states will be required to use an anount
equal to 1 percent of the new funds for outreach activities,
including identification and enroll nent of children who are
eligible for Medicaid and public awareness canpaigns to
encour age enpl oyers to provide heal th i nsurance coverage for
children
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| NCOVE SECURI TY

CONTINUE SSI ELIGBILITY FOR CERTAI N NONCI Tl ZENS

1. SSI eligibility will be nmaintained for all |egal noncitizens
who were in the U S and receiving SSI benefits as of August
22, 1996.

2. Legal noncitizens who were in the U S. on August 22, 1996,
will be eligible to qualify for SSI disability benefits for
alimted period of tinme in the future.

3. SSI eligibility of refugees, asylees, and Quban and Haitian
entrants will be extended from5 to 7 year.

Budget target: $9.7 billion

ESTABLI SH "WELFARE TO WORK" PROGRAM

4. "Welfare to Wrk" State Grants

a. $3 billion of funds will be available for states to
assist long-termwel fare recipients or those who are at
ri sk of |ong-term dependency.

i 75 percent of the funds will be provided through
formula grants to the states. The fornmula will be
based on the state's popul ati on under the national
poverty | evel, unenpl oynment rates, and welfare
casel oad; a small state mninmumw || apply.

ii. 25 percent of the funds will be awarded by the
Secretary of HHS based on conpetition

b. The grants will be adm ni stered through state TANF
progr ans.

C. $100 mllion of funds provided in 2001 will be reserved
to be distributed anong the states based on their
performance in increasing the earnings of |ong-term
wel fare recipients or who are at risk of long-term
wel f are dependency.

5. Use of Grant Funds

Funds will be used to assist long-termwelfare recipients or
those who are at risk of |ong-term dependency nove into the
wor kf orce including for:

a. job creation through public or private sector
enpl oynent wage subsi di es;

b. on-the-job training;

C. contracts with job placenment conpanies or public job
pl acenent prograns;

d. j ob vouchers; and,
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e. job retention or support services if such services are
not ot herw se avail abl e.
Prelimnary CBO score: $3 billion

AUTHORI ZE DEMONSTRATI ON AUTHORI TY FOR | NTEGRATED ENROLLMENT

SERVI CE SYSTEMS FOR HEALTH AND HUVAN SERVI CES PROGRAMS

6.

H R

The Secretary will be authorized to approve up to 10 state
projects which integrate the eligibility and enroll nment
determnation functions for federal and state health and
human servi ces benefit prograns.

The integrated enroll nent service systemas submtted by a
state to the Departnent of Health and Human Services and the
Departnent of Agriculture will be deened approved and
eligible for federal financial participation.

Each project will be required to provide an evaluation as to
the effectiveness in inproving client service.

1048, "WEI FARE REFORM TECHNI CAL CORRECTI ONS ACT OF 1997"

HR 1048, the "Wl fare Reform Techni cal Corrections Act of
1997" with the follow ng nodifications:

a. Delete all provisions relating to Title Il of the
Social Security Act.
b. Add a correction to the sanction for failure to neet

m ni num partici pation rates.

Prelimnary CBO score: $0

UNEMPLOYMENT | NSURANCE PROVI SI ONS

10.

11.

12.

| ncrease the Federal Unenpl oynent Account ceiling fromO0. 25
percent to 0.50 percent of covered wages.

darify that states have full discretion in setting their
own Unenpl oynment | nsurance (U ) base periods for determning
eligibility for unenpl oyment insurance benefits.

| nmat es of penal institutions who participate in prison work
prograns will not be eligible for coverage under the Federal
Unenpl oynent Tax Act (FUTA) prograns for such prison work

Prelimnary CBO score: -$1 billion
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EARNED | NCOVE CREDI T

Deny EICH igibility for Fraud -- A taxpayer who
fraudulently clains the EIC would be ineligible to claimthe
credit for a period of 10 years. A taxpayer who erroneously
clains the EIC due to reckl essness or intentional disregard
of the rules would be ineligible to claimthe EIC for a
period of two years.

Recertification Requirenent -- A taxpayer who has been
denied the EIC as a result of deficiency procedures woul d be
ineligible to claimthe EICin subsequent years unless the

t axpayer can provide evidence that eligibility requirenents
are met.

Due Diligence Requirenents for Paid Preparers -- Return
preparers would be required to neet certain due diligence
requirenents with respect to returns they prepare clai mng
the EIC

Joint Tax: Raises $88 million over five years
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REGARDI NG THE ACCURACY OF THE CONSUMER PRI CE | NDEX
(CPI)

Inclusion of S Res.50 into the Chairman's mark.

DEBT LIMT

In addition to the spending and revenue reconciliation
bills, the Senate Finance Commttee has been reconciled wth
increasing the statutory limt on the public debt to $5.950

trillion. The current debt ceiling of $5.5 trillion is expected
to be reached in early 1998. The Chairman's nark includes the
required increase to $5.950 trillion.

It is assumed that the $5.950 linmt wll be sufficient to
all ow the government to operate until sonetine in late 1999. The
debt limt bill has been included in the spending reconciliation
instructions to the Finance Commttee.
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